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PROJECT SUMMARY . PROJECT NUMBER: 08-003
Final Commitment 4-28-08

Project: Salinas Gateway Apartments
Location: 25 Lincoln Avenue Developer: First Community Housing
City: Salinas Pariner: Same
County: Morterey Investor: Yet to be determined
Zip Code: 93901

. No. of Buildings: 1
Froject Type: MNew Construction No. of Storiss: 3
Cceupancy: Family Residential Space 49,819  sq. ft.
Total Units: 52 Office Space 706 sq.ft. .
Style Units; Townhomes & Flats Commercial Space 2,770 sq.ft
Elevators: Yes Gross Area 53,294 8q. ft.
Total Parking 40 Land Area 29,875  sq.ft.
Covered 36 Units per acre 76

CalHFA Construction Financing Amount Term (Mths)

CalHFA Construction Financing $12,190,000 5.00% fixed
Permanent Sources of Funds Amount Rate Years
CalHFA First Mortgage $400,000 5.00% 30
CalHFA Bridge Loan $0 0.00% 0
CalHFA Second Mortgage $300,000 3.00% 30
MHP $5,212,804 3.00% 55
City of Salinas-HOME $1,210,000 3.00% 20
City of Salinas-RDA $1,590,000 3.00% 55
San Andreas Ragional Center ‘ $300,000 3.00% 55
Commercial Sales proceeds $900,000 0.00% 0
Infill Infrastructure Grant Program : $1,500,000 0.00% 0
Income from Cperations $0
Developer Contribution ’ $310,413
Deferred Dev. Fee $0
Tax Credit Equity $7.175,008
Construction Valuatian Appraisal Value Upon Completion
Investment Value 15,780,000 Appraisal Date: 8-May-08 [Restricted Value $8,370,000
Loan / Cost 66% Cap Rate: 5.50% [Perm. Loan/ Cost 4%
Loan / Value 79% Perm. Loan / Value 8%
CalHFA Fees and Reserve Requirements _
CalHFA Loan Fees Alnount ;] d TV Amount
CalHFA Construction Loan Fee  $62,450 Other Reserve : $0
CalHFA Parmanent Loan Fees $1,000 Replacement Resv, Initlat Deposit = $28,600
Othar Fae $0 Repl. Reserve - Per Unlt/ Per Yr. $500
*$250/unit year 1. $350/unit year 2. $500/unit years 3-30.
Construction L - Guarantees and Fees CalHFA Operating Expense Reset  $28,085
Completion Guarantee Fee $12,804,360 Transition Reserve $131,005
Contractors Payment Bond $12,804,360
Contractors Performance Bond  $12,804,360 | Tax-Exempt Bond Test [Min. 50":[ 65.20%)

Date: 4/24/08 Senior Staff Date: 4/28/08
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CALIFORNIA HOUSING FINANCE AGENCY
Loan Modification to Final Commitment
Grand Plaza Apartments
Los Angeles, Los Angeles County, CA

CalHFA # 07-014-A/S '

SUMMARY

This is a request to modify the final commitment approved by the California Housing
Financing Agency (“CalHFA”) Board of Directors on January 17, 2008 for Grand Plaza
Apartments. The moaodification request is to approve the withdrawal of AESI as a
member of the Co-GP of Borrower and to advise the Board that AIMCO will no longer be
buying the limited obligation conduit revenue bonds issued by CalHFA to fund the tax-
exempt subordinate loan in the amount of $3,500,000.

PARTNERSHIP CHANGE

Grand Plaza Preservation GP, LLC, a Delaware limited liability company is the co-
general partner of the Borrower ("Co-GP"). The Co-GP originally consisted of two
members, TRG NY, LLC, a New York iimited liability company (“TRG NY”) and AIMCO
Equity Services, Inc., a Virginia corporation ("AESI"). Pursuant to the Limited Liability
Company Agreement of Grand Plaza Preservation GP, LLC, dated as of April 17, 2007
(the “LLC Agreement”), both of TRG NY and AES! owned a 50% limited liability
company interest in the Co-GP. The parties then entered into a First Amendment to
Limited Liability Company Agreement dated February 28, 2008. TRG NY withdrew as a
member of the Co-GP and was replaced by TRG Grand Plaza, I.L.C, a California limited
liability company ("TRG CA"). TRG CA is an affiliate of The Richman Group.

TRG CA has asked fo exercise its option to purchase AESI's 50% limited liability
company interest pursuant to the terms of section 35 of the LLC Agreement and become
the sole member of the Co-GP. The purchase price offered by TRG CA for AESI's
limited liability company interest is $1,350,000. If this purchase takes place, AES! will no
longer hold an interest in the Co-GP. The Borrower has requested that CalHFA approve
the change in Borrower's structure so that AESI, an affiliate of AIMCO, no longer holds a
limited liability company interest in the Co-GP.

The Borrower is also proposing that U.S.A. Institutional Tax Credit Fund LXVIlI L.P., a
Delaware limited partnership be admitted as the tax credit investor rather than an
AIMCO affiliate

The $3,500,000 subordinate loan to be funded from the proceeds of limited obligation
conduit revenue bonds issued by CalHFA shall be placed with ohe or more sophisticated
investors who will sign an investor letter and be bound by transfer restrictions developed
by CalHFA staff in consultation with the CalHFA's bond counsel, Orrick, Herrington &
Sutcliffe.

During the Board presentation, due to the dynamic nature of this loan closing, staff of
CalHFA will update the Board in order to fully disclose all newty discovered relevant
information.
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281.2

RESOLUTION 08-16

RESOLUTION AUTHORIZING MODIFICATION OF
A FINAL LOAN COMMITMENT

WHEREAS, the California Housing Finance Agency Board of Directors (the
"Agency") adopted Resolution 08-01 approving a Final Loan Commitment to Grand Plaza
Preservation, L.P., a California limited partnership (the "Borrower"), the proceeds of
which are to be used to provide financing for a multifamily housing development located
in the City of Los Angeles, Los Angeles County, California, to be known as Grand Plaza
Apartments (the "Development"). Additionally, the Agency adopted Resolution 08-04
approving the Agency’s Multifamily Bond Indentures, the Issuance of Multifamily Bonds,
Short-Term Credit Facilities for Multifamily Purposes and Related Financial Agreements
and Contracts for Services and adopied Resolution 08-08 which amended and restated
Resolution 08-04. (Resolutions 08-01, 08-04 and 08-08 shall be hereinafter collectively be
referred to as the “Commitment”); and

WHEREAS, a modification of the Commitment has been reviewed by Agency
staff which prepared a report presented to the Board on the meeting date recited below (the
"Staff Report™), recommending Board approval subject to certain recommended terms and
conditions; and

WHEREAS, based upon the recommendation of staff and due deliberation by the
Board, the Board has determined that a modification of the Commitment be made for the
Development;

1. The Executive Director, or in his’her absence, either the Chief Deputy
Director or the Director of Multifamily Programs of the Agency is hereby authorized to
execute and deliver a modification of the Commitment, in a form acceptable to the Agency,
and subject to recommended terms and conditions set forth in the Staff Report and any
terms and conditions as the Board has designated in the Minutes of the Board Meeting, in
relation to the Development described above.

2. The Executive Director may modify the terms and conditions of the loans or
loans as described in the Staff Report, provided that major modifications, as defined below,
must be submitted to this Board for approval. "Major modifications" as used herein means
meodifications which either (i) increase the total aggregate amount of any loans made pursuant to
the Resolution by more than 7%, or (i1) modifications which in the judgment of the Executive
Director, or in his/her absence, either the Chief Deputy Director or the Director of Multifamily
Programs of the Agency, adversely change the financial or public purpose aspects of the final

commitment in a substantial way.

#170012v1
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1 Resolution 08-16
2 Page?2
3

=

I hereby certify that this is a true and correct copy of Resolution 08-16 adopted at a duly
constituted meeting of the Board of the Agency held on May 14, 2008 at Burbank, California.

5
6
7
8
9 ATTEST;

10 Secretary

11

12

13

14
15

#170012v1
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January 17, 2008
Board Meeting
Binder Material For

Grand Plaza Apartments
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CALIFORNIA HOUSING FINANCE AGENCY
Final Commitment
Grand Plaza Apartments
Los Angeles, Los Angeles County, CA
CalHFA # 07-014-A/S

SUMMARY

This is a Final Commitment request for acquisition and permanent long term financing.
Security will be a 302-unit senior apartment complex known as Grand Plaza Apartments,
located at 601 North Grand Avenue, Los Angeles, California. Grand Plaza Preservation, L.P.,
("Borrower”) whose managing general partners are Grand Plaza Preservation, LLC, a Delaware
limited liability company and Las Palmas Foundation., a California nonprofit corporation, will
own the project.

Grand Plaza Apartments is an existing portfolio loan currently owned by 601 North Grand
Avenue Partners, a limited partnership, whose general partner is CARE Housing Services
Corporation. The project was constructed in 1990 and is a 302-unit, four- and six-story 5
building, senior apartment complex. Grand Plaza was constructed under the Section 42 Low
Income MHousing Tax Credit (LIHTC} program and exited the tax credit program on December
31, 2006. The property currently operates under a CalHFA bond regulatory agreement that
restricts 20% of the units to tenants earning no more than 80% of the Area Median Income
(AMI} and 100% of the units to seniors aged 62 and older. The expiration of the low income
housing tax credit restrictions has placed the existing senior tenant population at risk of an
extreme rent increase. The borrower proposes to not increase the rent on any in place tenant
more than six percent annually, until the rents reach the maximum LITHC levels — 30% at 50%
AMI and 70% at 60% AMI. The project age restriction will remain at 62 and over.

LOAN TERMS

Acquisition Period

First Mortgage $16,400,000

interest Rate 5.10%, variable

Term - 12 Months, inferest only

Financing - Tax-Exempt

Second Mortgage* $3,500,000

Interest Rate 6.25%

Term 30 year, first 15 years interest only, then
amortized.

Financing Tax-Exempt

Prepayment After Year 15

Pursuant to 30/15 program with 120 days
notice to Agency

*At the time of permanent loan funding, this loan will remain in place and will be
subordinate to the CalHFA's long term First Mortgage.

December 27, 2007 1



KANE, BALLMER & BEREMAN

A L.AW CORPORATION
WIWW.KEBLAW,COM

518 5. FIGUEROA STREET
SUJTE 1850 BRUCE O. BALLMER
LOS ANGELES, CALIFORNIA 90071 (RETIRED)
TELEPHONE (213) 617-0480
FAX {213) 625-0831

ROBERT . BERKMAN
(1819-20G1)

May 9, 2008
Via E-Mail JOjima@CalHFA.ca.gov

Board of Directors of CalHFA

c/o Ms. Jojo Ojima

Office of General Counsel
California Housing Finance Agency
1415 1. Street, Suite 500
Sacramento, CA 95814

Re:  Preservation of Affordable Housing
in conformance with Fannie Mae Announcement 06-03

402 WEST BROADWAY

4TH FLOOR

SAN DIEGO, CALIFORNIA 92101
TELEPHONE (619) BE67-3450
FAX (619) 567-3448

Writer;

Gustavo Lamanna
glamanna@kbblaw.com
Direct (213) 452-0131

Los Angeles Office

File No. 059-008

Proposed CalHFA Financing Subject to Affordability Covenants

Dear Jojo and Board of Directors:

Since my last visit to the Board of Directors meeting in Burbank, I wanted to report two
lenders, Wachovia Bank and DHI Mortgage, have issued loans without requiring subordination

of affordability covenants. Itis worthy to note from January 1, 2004 to March 7, 2007, CalITFA
purchased 325 loans from DHI Mortgage totaling $79,531,734.00; for that period, DHI Mortgage
ranks number 17 based on the number of loans purchased according to CalHFA homeownership
reports. In addition, DR Horton has asked the same agency-client to amend a disposition and
development agreement to permit financing that would be junior, thus unsubordinated, to agency
affordability covenants. These updates demonstrate increasing acceptance of Fannie Mae
Announcement 06-03 and lender acknowledgment of the reduced risk-factor for unsubordinated
lending on affordable housing. Lastly, I will write or appear before the Board once there is
additional progress to report. Until then, I welcome any questions.

Sincerely,
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Performance for Most HFAs Mirror 2005 Results

Summary Opinion

In early 2008, the Moody’s housing team surveyed all Moody’s-rated State
Housing Finance Agencies (HFAs) in order to obtain delinguency and
foreclosure data for their single family whole loan programs. Overall, the
HFAs have experienced an increase in delinquency and foreclosure rates in
2007 versus 2008, although for many HFAs these rates still remain below
2005 levels. In addition, the number of foreclosures continues to remain low
for the majority of the programs.

Most programs’ delinguency and foreclosure rates remain consistent with historical
levels. While some HFAs are experiencing higher rates, we believe that the
security provided by the programs’ mortgage insurance and overcollateralization
support the existing ratings on the programs. Furthermore, in our view, the
mortgage insurance and overcollateralization wili compensate for the losses that

Moody’s Invesiors Service




State HFA Single Family Whole Loan Program Delinguencies and Foreclosures

most HFAs would experience due to severe housing price declines and loan foreclosures. However, property
value declines will cause some stress within the agencies’ portfolios particularly in states where property value
declines and foreclosure rates are most severe. We continue to monitor individual HFA’s loan and financial
performance closely to determine their ongoing ability to withstand these stresses.

Key findings of our survey include the following:

= Between December 31, 2006 and December 31, 2007 average total delinquencies and foreclosures for
the 34 single family whole loan programs rated by Moody's increased 29 basis points to 3.58% from the
December 31, 2006 level of 3.29%. However, the average total delinguency and foreclosure rate in
December 31, 2007 still remains below the December 31, 2005 rate of 3.82%.

= While approximately three fourths of the programs reported 2007 total delinguencies and foreclosures
above 2008 levels, approximately half experienced lower total delinquencies and foreclosures in 2007
than they did in 2005.

= Of the 33 programs that reported raw numbers of loans, 10 reporied a lower raw number of loans in
foreclosure in 2007 than in 2005. In addition, foreclosure rates remain low for most HFAs. In 2007, 21
programs had foreclosure rates below 1% and 10 of those were below .50%. Only two HFAs reported
foreclosure rates above 2% in 2007.

= In general, HFA programs consist of loan pools that contain a diversity of loan vintages, including a large
percentage of seasoned loans. In general, these more seasened loans lend strength fo the programs
because they have demonstrated solid performance over time. Furthermore, the properties financed by
more seasoned loans may have experienced enough home price appreciation to mitigate potential risks of
losses upon foreclosure.

s HFA programs are overwhelmingly comprised of fixed rate level payment mortgage loans, with 21% of the
portfolio comprised of these loans. However, 14 of the HFA programs include intersst only or step rate
loans which could experience increased delinquencies and foreclosures when the loan payment resets.

April 2008 2 Special Comment ® Moody's Public Finance — State HFA Single Family Whole Loan Program Delinquencies and Foreclosures




Siate HFA Sing!

e Family Whole Loan Program Delinguencies end Foreclosures

HEA Serious Delinguencies and Foreclosures Grow in
2007

A review of the Moody's-rated HFA singie family whole loan portfolio indicates that the portfolio as a whole has
experienced an increase in delinquency and foreclosure rates between December 31, 2006 and December 31,
2007. However, on average these rates have remained below the rates as of December 31, 2005 and show
stronger performance than the national conventional market. The average of total loan delinquencies and
foreclosures increased 29 basis points in 2007 from an average of 3.29% as of December 2006 o 3.58% as of
December 2007." In contrast, data pravided by the MBA indicates that during the same time period the

average delinquencies and foreclosures for “All Loans” increased 128 basis points from 2.53% to 3.81%.°

HFA Loan Performance Compares Favorably to MBA Survey Data

HFAs report lower total delinquency and foreclosure rates than All Loans and FHA Loans

12/31/07 Averages 12/31/06 Averages 12/31/05 Averages
HFA FHA HFA FHA HFA All FHA

Delinquency Data* Loans All Loans Loans Loans All Loans Loans Loans Loans** Loans**
60+ 1.36% 1.02% 2.29% 1.28% 0.81% 2.23% 1.41% 0.71% 2.30%
90+ 1.31% 1.18% 2.82% 1.22% 0.77% 2,.70% 1.46% 0.69% 2.64%
Foreclosure 0.92% 1.60% 1.90% 0.79% 0.96% 1.72% 0.95% 0.81% 1.85%
Total 3.58% 3.81% 7.00% 3.29% 2.53% 6.65% 3.82% 2.21% 6.79%
Percent Change 8.94% 50.54% 5.33% -13.89% 14.68% -2.11%

Basis Point

Change +29.4 +127.9 +35.4 -53.1 +32.4 -14.3

“National Delinquency Survey, Fourth Quarter 2005,” “National Delinguency Survey, Fourth Quarter 2006,” and "National Delinquency Survey,

Fourth Quarter 2007.”

= All | oans and FHA Loans are an average of the MBA data for the loans In the 31 states with programs rated by Moody's.

The trends in the performance of the state HFA Joan porifolic more closely mirrored its peer group of FHA
insured loans. Both groups experienced an increase in loan delinquencies and foreclosures; however, the
2007 total HFA loan delinquencies of 80+ days and foreclosures at 3.58%, were significantly lower than the
delinquency and foreclosure rates for FHA loans at 7.00%. The total delinquency and foreclosure rates for
HFA lcans rose from 3.29% in December 2006 to 3.58% in December 2007 while the rates for FHA |oans rose
from 6.65% in December 2006 to 7.00% in December 2007. The rate of increase in delinquencies and
foreclosures for the HFA and FHA Ioans both remained well below the rate of growth for all loan in their
respective states, which include subprime loans.

On an individual program basis, 25 of the 34 HFA programs had a higher percentage of total delinquencies
and foreclosures in 2007 than in 2006. However, when the 2007 rates are compared to the 2005 rates, HFAs
are on par or better. For example, in 2007, 17 of the 34 HFA programs had a lower percentage of total
delinguencies and foreclosures than they did in 2005. While increased pressures within the nationwide
housing market could cause HFA delinquencies and foreclosure rates to rise in the future, we believe that
performance to date remains within historical norms for the HFAs.

' For {his analysis, Moody's used survey data gathered in 2008 from the HFAs as well as the 2005, 2006 and 2007 MBA National Delinquency Surveys to
calculate the percentage of the total number of loans in the pertfolio that were over 60 days delinquent, over 90 days delinquent, and in foreclosure

1. Aindluding those in bankruptey). N
2 MBS National Delinquency Survey “All Loans” table. This data includes prime loans, subprime loans, FHA loans, Veterans Administration {VA) loans, pfilne

fixed rate mortgage loans (FRMs), subprime FRMs, FHA FRMs, FHA adjustable rate mortgage loans (ARMs), prime ARMs and subprime ARMs.

pril 2008 & Special Comment ® Moody's Public Finance — State HFA Single Family Whale Loan Program Delinguencies and Foreclosures




Staia HFA Single Family Whaole Loan Program Delinguencies and Foreclosures

State HFA Foreclosure OQutperforming National
Averages

Relative to the broader universe of loans that are contained in the MBA "All Loans” category, HFA
delinguencies are abave the national averages but foreclosures are below the averages. As of December 31,
2007 the average percent of loans 60+ and 90+ days delinquent for the HFA loan portfolio was 2.67%, which
is 46 basis points higher than the average for “All Loans.” However, the average percent of HFA loans in
foreciosure of 0.89% was lower than the average of 1.80% of loans in foreclosure for "All Loans” in the
relevant states.

Higher delinquencies but lower foreclosure rates in HFA portiolios is a trend that has been observed for many
years. While delinquencies may be higher than national averages, when loans become seriously delinquent,

many of the HFAs begin to take action to mitigate program losses and reach out to the borrowers to work out

problems. As a result, the number of loans actually going into foreclosure from the 90+ days delinquent pool

drops.

When viewed on an individual program basis, it is clear that most of the HFAs still have low foreclosure rates.
In 2007, 21 programs had foreclosure rates below 1% including 10 beiow .50% and only 2 HFAs have
foreclosure rates above 2%. This performance is comparable to 2005, where four HFAs had foreclosure rates
above 2% and 23 HFAs had foreclosure rates below 1%. Much of the stability in the foreclosure rate can be
attributed to the credit charactetistics of the HFA programs including level payment fixed rate loans, which
have proved to have more stable performance than some of the adjustable rate morigage products offered in
the conventional market.

Since HFA programs are generally open indentures in which new loans are added to an existing pool, we also
reviewed the absolute numbers of foreclosures to make sure that the very rapid growth of the porifolios
experienced by many HFAs in 2006 and 2007 were not disguising higher foreclosures. This analysis resuited
with a conclusion that overall HFA foreclosures remain stable although certain states are experiencing growing
numbers of foreclosures. Of the 33 programs that reported foreclosures, 19 of the programs reported
foreclosure statistics in 2007 that were substantially equal to or below the amount of foreclosures experienced
in either 2006 or 2005. The remaining 14 programs reported higher fareclosures in 2007. We are closely
monitoring those programs and are discussing the experience with the HFAs. While the foreclosure rates in
these states are higher and merit a certain level of concern it should be noted that they are still well below the
stress levels assumed in our loan loss analysis which may exceed 30% depending on the characteristics of
the pool.

Property Value Declines Could Increase Delinquencies
and Foreclosures Going Forward

Property value declines nationwide could increase loan losses and cause stress within the agencies’ portfolios,
particularly in states where property value declines and foreclosure rates are most severe. In fact, of the 14
states with increases in foreclosures since 2005, the Office of Federal Housing Enterprise Oversight (OFHEO)
reports that three have had house price depreciation as of the 4™ quarter of 2007 vs. the year prior, while
another three had minimal house price appreciation of less than 1%.% 1t should be noted, however, that the
housing market in some of the states remains strong, with three HFA programs in states with housing price
appreciations of over 7% and the remainder in states with appreciation of 4% to 7%.

* Source: OFHEQ http://www.afheo.gov/hpi.aspx
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HFAs’ Portfolios Enhanced by a Diversity of Mortgage
Insurers, Although Insurer Downgrades Could Put

Pressure on Program Ratings

The risk of losses upon loan foreclosures is mitigated in state HFA programs by mortgage insurance on
individual loans with loan-to-value ratios above 80%. HFA single family whole loan programs rated by
Moody's generally maintain a diversity of primary mortgage insurance, providers including government-
sponsored mortgage insurance {Federal Housing Administration (FHA), Veteran’'s Administration (VA)
guarantee, or Rural Housing Community Development Services Guarantee (RD)) and private mortgage
insurers (PMI). The chart below contains an average breakdown of the HFAs' ican portfolio mortgage
insurance coverage as of December 31, 2007 by dollar amount outstanding.

Diversity Of Moirtgage Insurers In HFA Programs May Mitigate Impact OF
Rating Actions

% of Loans Outstanding as

Mortgage Insurance of 12/31/07
FHA 33.34%
YA 6.44%
RD 8.60%
MGIC 11.67%
Genworth 6.15%
UGRIC 4.81%
Radian 3.80%
RMIC 1.58%
Triad 0.26%
Other PMI 5.24%
Other 4.04%
Uninsured with LTV below 80% 12,50%
Uninsured with LTV above 80% 2.31%

Approximately half of the programs have a concentration of private mortgage insurance of more than 33% of
the portfolio which would make their ratings more vulnerable in case of a downgrades of these insurers. For a
breakdown of mortgage insurance by HFA as of December 31, 2007 please see Appendix Table Il

Recently, several mortgage insurance companies have been placed on watch list for downgrade or were
downgraded. Moody’s ratings on U.S. mortgage insurance companies as of April 28, 2008 are as follows:

Mortgage Insurer Insurer Financial Strength Rating Outlook
Genworth MIC Aa2 Negative
MGIC Aa? rating under review for downgrade
PMI MIC Aa2 rating under review for downgrade
Radian Guaranty Aa3 rating under review for downgrade
RMIC Aa3 Negative
Triad Baa3 rating under review for downgrade
UGRIC Aaz Negative
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The support provided by a mortgage insurer, while important, is only one of many factors impacting the
analysis of a single family whole loan program. As a result there is not a direct relationship between the rating
on the insurer and the rating on the bonds. We do not look for the mortgage insurance company to have the
same rating as the bonds but rather a financial strength rating at a level which Is high enough to support the
desired rating on the bonds.

The chart below contains the bond rating categories and their minimum corresponding mortgage insurer

ratings.
Insurer Financial
Bond Rating Strength Rating
Aaa Aa3
Aat-Aal A1
Al - A3 A3
Baal - Baa3 Baa3

For more information regarding the impact of changes to mortgage insurers’ ratings, please see Moody's
February 2008 Special Comment enfitled, “Hot Topic in Housing: Update to impact of Mortgage Insurer Rating
Changes on Housing Finance Agency Programs Answers to Frequently Asked Questions.”

HFA Fixed Rate Loan Product Supports Solid Loan
Performance Although Riskier Products May Be a
Concern Going Forward for Certain HFAs

HFAs have traditionally offered fully amortizing, fixed-rate, level payment mortgage loan product. This type of
loan generally has more stable performance than other loan products as the monthly mortgage payment
remains unchanged for the life of the loan, removing the risk that the borrower will not be able to meet an
increased payment, which is also known as payment shock. In addition, the loan is underwriften based on this
fixed payment. Nearly 21% of the average HFA portfolios are comprised of 30 year fixed-rate [oans, while
another 2% are fixed-rate loans with terms of other than 30 years. Of the HFA programs, 19 only offer these
level payment options and all of the 14 remaining HFAs have programs where fixed rate level payment loans
comprise more than half of the loans outstanding. (Please see Appendix Table IV for a hreakdown of individual
HFA's loan portfolios by loan type.)

Historieally some HFAs have offered step rate loans in addition to the level payment loans. In a step rate loan
.....areduced.interest rate is_offered for the first few years of a lean and this rate steps up to.a higherrate overa. . ... ..
set period of time.  This results in increased payments at the time the higher rate is implemented which brings
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the risk of payment shock into the program. It should be noted however, that unlike adjustable rate loans, the
increased rate and the increased monthly payment are known at the time the mortgage is entered into.
Generally, many HFAs report that these step rate loans have performed in line with the fixed rate product.

In addition, over the past five years, some HFAs have begun offering interest-only loans in which the borrower
pays only interest on the morlgage for a set period of time {generalty & to 10 years) and then the principal on
the loan begins to amortize for the remaining term of the loan (anywhere from 23 to 30 years). Unlike some
riskier conventional mortgage products, the mortgage payment in these loans changes only once and the
amount of the higher payment is known at loan closing. Furthermore, the HFA maintains ongoing
communication with the borrower about the upcoming higher payments which may be coming dus which may
mitigate some of the payment shock. Nonetheless, the payment shock in these joans could result in higher
delinquencies and foreclosures. These loans have not seasoned sufficiently to convert to their higher payment
upon amortization so the relative performance of these loans is unknown. Generally, we expect the Interest
Only and Step Rate loans to have higher delinquencies and incorporate this into our loan loss assumptions
when reviewing the programs and their ratings.

Vast Majority of HFA Loans are 30-Year Fixed Rate Loans as of 12/31/07

B30 Year Level Amortization
[15tep Rate Loans

B Interest Only Loans

E 40 Year Level Amortization

Other

91%

HFA Programs Comprised of Seasoned Loans as well as
NMewer Vintage Loans

Most HFA loan portfolios contain loans of multiple vintages. (Please see Appendix Table V for a breakdown of
individual HFA’s loan seasoning). Most of the programs are funded under open bond resofutions, many of
which were started ten or more years ago. These resolutions allow for new debt to be issued on parity with
existing debt and newly financed loans o be added to existing portfolios. As a result the loan portfolios
supporting the bonds contain loans originated over several years,

Generally, the more seasoned loans in HFA's single family whole loan pools have demonstrated solid
performance over time and therefore are likely to experience lower delinquencies and foreclosures than newer
loans. Furthermore, properties financed by more seasoned loans may have experienced home price
appreciation mitigating potential risks of losses upon foreclosure. While the 2006 and 2007 vintage loans may
experience more stress in states where home prices are experiencing depreciation or minimal growth, as the
portfolio grows, these loans should decline as a percent of the program, mitigating their impact. Nonetheless,
given the declining or stagnant market in many states, the 2006 and 2007 vintage loans are the most
vulnerable and could resuit in higher delinguency and foreclosure levels as they begin to season.
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HFA Portfolios Include a Diversity of Loan Vintage as of 12/31/07

0.3%

19.1% E2008
02007
H 2006
®|2005
2004
B2003
Priar years

35.6%

17.4%

7.8%

12.7%

11.3%

Impact of Housing Market Performance on HFA
Program Ratings

The relative stability of HFA delinguency statistics to date reflects the strength of the business practices of
HFAs which include stable underwriting standards, offering traditional mortgage products, strong oversight
and/or maintenance of loan servicing, and the HFAs' mission of home ownership for first-time home buyers.

While we expect this portfolio stability to continue going forward, many states are experiencing housing market
stresses which may impact HFA portfolios. If property values decline, delinquencies and foreclosures are
likely to rise, resulting in higher loan losses. In the event that we start to see foreclosure rise extensively,
generally at a level of foreclosures above 5%, and/or the market value of single family housing in the state
declining at levels approaching 20% peak to trough, we will revisit our analysis of the potential loan losses on
the programs to determine whether the gurrent levels of mortgage insurance and other financial resources
available to the program are still at a sufficient level to maintain the rating on the bonds.
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State HFA Single Family Whole Loan Program Delinguencies and Foreclosures

Moody’'s Related Research

Special Comment:

s Mot Topic in Housing: Update to Impact of Morigage Insurer Rating Changes on Housing Finance Agency
Programs, February 2008 (107411}

Rating Methodology:
= Moody's Rating Approach For Single Family, Whole-Loan Housing Programs, May 1998 (45064)

To access any of these reports, ciick on the entry above. Nofe thaf these references are current as of the dafe of publication
of this report and thatf more recent reports may be available. All research may not be avalfable to alf clients.
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State HFA Single Family Whole Loan Program Delinguencies and Foreclosures

Report Number: 108856
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® Copyright 2608, Moody's investors Service, Inc. andfor its licensors and affiliates including Moody's Assurance Company, Inc. (together, "MOODY’S"). All rights
reserved. ALL INFORMATION CONTAINED HEREIN 15 PROTECTED BY COPYRIGHT LAW AND NONE OF SUCH INFORMATION MAY BE COPIED OR
OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED CR RESOLD, OR STORED
FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY
PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All information contained herein is obtained by MOODY'S from sources believed by it 1o be accurate
and reliable. Because of the possibility of human or mechanical error as weli as other factors, however, such information is provided “as is" without warranty of any
kind and MOODY*S, in particular, makes no representation or warranty, express or impliad, as to the accuracy, timeliness, compleleness, merchantability or fitness
for any parficular purpose of any such information. Under no circumstances shali BIOODY'S have any liability to any person or enlity for (a) any loss or damage in
whole or in part caused by, resulfing from, or relating fo, any error (negligent or othenwise) or other circumstance or contingenay within or outside the control of
MOODY'S or any of its directors, officers, employees or agents in connection with the procurement, collection, compilation, analysis, inierpretation, communication,
publication or delivery of any such information, or (b} any direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including without
fimitation, lost profits), even if MOODY’S is advised in advance of the possibility of such damages, resulting from the use of or inability to use, any such information.
The credit ratings and financial reporiing analysis observations, if any, constituting part of the information contained herein are, and must be construed solely as,
staiements of apinion and not statements of fact ar recommendations o purchase, sell or hold any securities, NO WARRANTY, EXPRESS OR IMPLIED, AS TO
THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR
OTHER OPINION OR INFORMATION 15 GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSCEVER. Each rating or other opinien must be
weighed solely as one factor in any investment decision made by or on behaif of any user of the information contained herein, and each such user must accordingly
make its own study and evaluation of each security and of sach issuer and guarantor of, and each provider of credil support for, each security that it may consider
purchasing, helding or selling.

MOODY'S hereby discloses thal most issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and
preferred stock rated by MOODY'S have, prior fo assignment of any rating, agreed to pay to MOODY'S for appraisal and rating services rendered by It fees ranging
from $1,500 to approximately $2,400,000. Moody's Corporation (MCO) and its wholly-cwned credit rating agency subsidiary, Moody's Investors Service (MIS), also
maintain policies and procedures to address the independance of MIS's ratings and rafing processes. Information regarding certain affiliations that may exist
between directors of MCO and rated entities, and between antities who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in
MGCO of more than 5%, is posted annually on Moody's website at www.moodys.com under the heading “Sharehclder Refations — Corporate Governance — Director
and Sharsholder Affiliation Policy.”

pril 2008 & Special Comment 8 Moody's Public Finance — State HFA Single Family Whole Loan Program Delinquencies and Foraclosures

oody’s Investors Service
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JoJo Ojima

From: Laura Whittall-Scherfee

Sent: Tuesday, April 29, 2008 10:38 AM

To: Rick Okikawa; Chris Caldwell; JoJdo Qjima
Cc: Jim Morgan; Bob Deaner

Subject: Montecito

Montecito is being pulled from the May Board meeting and from CDLAC. You will not received a write-
up for it, and you do not need to finalize a Board resolution.

Laura A. Whittall-Scherfee
Chief of Multifamily Programs
CalHFA

(916) 327-2588 (telephone)

This message and any attached documents contain information from the California Housing Finance Agency that
may be confidential and/or privileged. If you are not the intended recipient, you may not read, copy, distribute, or
use this information. If you have received this transmission in errot, please notify the sender immediately by reply
e-mail and then delete this message. Thank you.

4/30/2008





